
Tab L



AT&T Coninients,Lieberman& PitkinDeci. — October15, 2002 REDACTED
QwestRefiled27lApplication FOR PUBLIC INSPECTION

BEFORE THE
FEDERAL COMMUNICATIONS COMMISSION

WASHINGTON, D.C. 20554

In theMatterof
)

QwestCommunications )
International Inc. )

) WC DocketNo. 02-314
Applicationfor Authority to Provide )
In-Region,InterLATA Servicesin Colorado, )
Idaho,Iowa,Montana,Nebraska,North )
Dakota,Utah,Washington,andWyoming )

DECLARATION OF MICHAEL R. LIEBERMAN AND BRIAN F. PITKIN
ON BEHALF OFAT&T CORP.

I. BACKGROUND AND SUMMARY

1. My nameis MichaelR. Liebennan.I amaDistrict Managerin AT&T’s Law and

GovernmentAffairs organization. In thispositionI amresponsiblefor providingfinancialand

industry analytical support relating to the costing and pricing of local telecommunications

services. I wasAT&T’s primaryparticipantin the developmentoftheHAT/Hatfield Model of

forward looking economiccosts for local exchangenetworksand services,and I havebeen

responsiblefor evaluatingothercostingmodelsand methodologiessuchastheBCPM andthe

FCC’s SynthesisModel. I havea Bachelor’sdegreein mathematicsand a Master’sdegreein

statisticsfrom the StateUniversityof New York at StonyBrook. Prior to joining AT&T as a

statisticalconsultantin 1978,I wasabio-statisticalconsultantwith Carter-WallaceofCranbury,

NewJersey.

2. My nameis BrianF. Pitkin. I ama Directorin theFinancialConsultingDivision

ofFTI Consulting,Inc. Duringthepastsix years,I havehadextensiveexperiencewith the cost

modelsand underlyingdatabasesthat havebeensubmittedin proceedingsarising out of the
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TelecommunicationsAct of 1996(“1996 Act”). I havetestifiedontheinputsandmethodologies

usedin a variety of cost modelsand cost studiesusedin stateand federalproceedingsfor

estimatingcostsof (1) unbundlednetwork elements(“UNEs”) for interconnection,(2) basic

local serviceforuniversalservicefund(“USF”) requirements,and(3) accessservices. I received

a Bachelor of Science degree in Commerce,with concentrationsin both Finance and

ManagementInformationSystems,from the Mclntire SchoolofCommerceat the Universityof

Virginia in 1993.

II. PURPOSEAND SUMMARY OF TESTIMONY

3. Thepurposeof our testimonyis to demonstratethat Qwest’sUNE ratesin the

statesof Montana,Nebraska,NorthDakota,Washington,andWyoming areoverstated,andthat

Qwest’sattemptto justify thoseratesusingtheCommission’sbenchmarkingapproachis flawed

andmustbe rejected. In eachof thesefive states,thestatecommissionsdid not developrates

basedon TELRTC-principles.’ Qwest’sanswerto this obvious deficiencyin its applicationis to

lower theUNE ratesin thesefive statesat theverylastminutesothat (accordingto Qwest),the

new lower rates would satisfy the Conmiission’s benchmarkingtest, using Colorado as the

benchmarkstate.Qwest’sargumentfailsonmultiple levels.

4. First, even assuming(contraryto fact)2 that Qwest’s ColoradoUNE ratesare

TELRIC-compliant,Qwestis wrongwhenit claims that its UNE ratesin Montana,Nebraska,

North Dakota,Washington,and Wyoming satisfy the Commission’sbenchmarkinganalysis,

using Colorado’s ratesas a benchmark. As we demonstratebelow, Qwest’s benchmarking

analysisis flawed in two critical respects. First, Qwest’s analysisusesthe Commission’s

1 See DeclarationsofRobertMercer,DeanFassettandRichardChandler.

2 As demonstratedby AT&T’s otherpricing experts,Colorado’sTINE ratesare substantially

inflatedby myriadTELRIC-errors. See Mercer/FassettDccl. & Mercer/ChandlerDecl.
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standardizedminutes-of-useinsteadofstate-specificandcompany-specificminutes-of-use.That

approachis inappropriateand substantiallydistortsthe resultsof the analysis. Second,Qwest

fails to account for the fact that the SynthesisCost Model does a relatively poor job of

benchmarkingbetweenamix ofveryrural statesandlessrural states. Correctingfor theseerrors

in Qwest’sbenchmarkinganalysisconfirmsthatMontana,Nebraska,NorthDakota,Washington,

andWyomingdo not, in fact,passtheCommission’sbenchmarkingtest.

5. Second,we demonstratethat Qwest’s inflated UNE ratesprecludecompetitive

entry in at leastfour of the statesin Qwest’s application. As we showbelow, the statewide

marginsavailableto newentrants— usinga margin-maximizingcombinationofTINE andresale

entry— arenotremotelysufficientto coveranefficient carrier’sinternalcostsof entry.

III. QWEST’S NON-LOOP AND SWITCHING RATES ARE NOT TELRIC
COMPLIANT.

6. As demonstratedby AT&T’s otherwitnesses,it is clearthat Qwest’sratesin

Idaho, Iowa, Montana, Nebraska,North Dakota, Utah, Washington,and Wyoming are not

TELRTC compliant. Unableto defendtheserateson themerits,Qwestimplementeda seriesof

ratereductionsin eachof thosestates. And Qwestnow claims that the resultingratesin each

statearesufficient to warrantSection271 authoritybecause,afterthosereductions,theypassthe

Commission’sbenchmarkingtestrelativeto Colorado. Qwestis wrong.

7. As apreliminarymatter,Qwest’sassertionspresumethat the ratesestablishedin

Colorado, its proposedbenchmark state, are TELRIC-compliant. However, the AT&T

declarationsbeingfiled concurrentlywith this declarationby Messrs.Mercer,Fassett,Chandler

andWeiss demonstratethat the Coloradoratesare inflatedby numerousclearTELRIC errors

and,asa result, are significantly higherthanproperly-calculatedTELRIC-basedrates. In any
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event, even if TELRTC principles had been followed in Colorado, Qwest’s benchmarking

analysiscannotberelied upon,becausethatanalysisis fundamentallyflawed.

A. Qwest’sNorth Dakota and WashingtonNon-Loop RatesExceed ThoseOf
Colorado On A CostAdjusted Basis.

8. Qwest’snon-loopandswitchingbenchmarkanalysesareflawedbecausetheyare

basedon the Commission’sstandardizedminutes-of-use,rather than on eachstate’s state-

specific minutes of use.3 Qwest hasdefendedits relianceon non-state-specificminutes by

pointing out that benchmarkingcomparisonsrequirethat the state-specificminutesdata(which

arepublicly availablefrom ARIV11S) be divided betweeninteroffice andintraofficeminutes,and

that Qwesthasnot madethoseallocationsavailablein this proceeding.4BecauseQwest’sstate-

specificinterofficevs. intraofficeminutes-of-useallocationsareunavailablein this proceeding,

Qwestcontendsthat no state-specificdata— includingaggregatedARN~’llSstate-specificminutes

— canbeusedin abenchmarkanalysis.Qwest’sargumentis obviouslywrong.

9. As theCommissionhasexplained,“UNE ratesaresetby statecommissionsbased

on state-specificcosts divided by total demand. The UNE ratesthereforenecessarilyreflect

state-specificminutes-of-useand traffic assumptions.Useof state-specificminutes-of-useand

traffic assumptionsto developper-line per-monthTINE-platform pricesfor a benchmarkstate

andanapplicantstatesis thereforeconsistentwith themannerin which statesestablishtheTINE-

Platform rates.”5 Current state-specificvolumes will also betterreflect the relative actual

~ Qwest’s benchmarkcomparisonsusethe Commission’sstandardizedminute assumptions:
1200originatingand900terminatinglocalminutesperline permonth; and370originatingand
terminatingintraLATA toll, intrastateinterLATA andinterstateinterLATA minutesper line per
month.
4SeeQwestJuly22Ex ParteLetterat 3.

~SeeNewJersey271 Order~J53.
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chargesto purchasersofTINEs. TheseCommissionfindingsunambiguouslyconfirmthat theuse

of state-specificminutes-of-useproducesfar moreaccuratebenchmarkingresultsthandoesthe

useof nationalaverageminutes. BecausetheCommission’sbenchmarkinganalysisis supposed

to be an objective short cut test to assesswhetheran applicant state’s rates fall within a

reasonablerangeof TELRIC-compliance,allowing applicantsto pick-and-choosetheminutes-

of-use on which to pin their applications— which can greatly affect that analysis —allows

applicantsto gamethesystem.

10. The fact that Qwest has not made its state-specific interoffice/intraoffice

allocationsavailablefor the purposesof conductingfully state-specificbenchmarkinganalyses

certainlydoesnot meanthat the betterapproachis to abandonall state-specificminutes-of-use

data,andinsteadto basethebenchmarkingapproachonnationalminutes-of-useassumptionsand

nationalinteroffice/intraofficeminutesallocationsthat arenecessarilyless state-specific. Two

wrongs do not makea right — to the extent that non-state-specificassumptionsmustbemade

under either approach,common senseand basic mathematicsdictate that a benchmarking

analysisthat startswith state-specifictotal minutes-of-use(aswe areadvocating)would more

accuratelyreflectrelativecoststhanananalysisthatreliesonneitherstate-specifictotalminutes,

norstate-specificinteroffice/intraofficeallocations.6

11. In thepast,Qwesthasattemptedto defendtheuseofnationalaverageminutesin

its benchmarkinganalyseson the groundsthat in somecases,useof nationalaverageminutes

datainsteadof state-specificminutesproducesgreaterstate-to-statecost-adjustedratevariations

thanis producedby the state-specificdata,andin othercasesthenationalaverageminutesdata

6 Seeid. Qwestalso claimsthat thefact that AT&T’s andWorldCom’sbenchmarkinganalysis

fails to reflectstate-specificallocationsofminutesbetweenoriginatingandterminatingcalls,and

5



AT&T Comments,Lieberman& PitkinDeci. — October15,2002 REDACTED
QwestRefiled27lApplication FOR PUBLIC INSPECTION

producelower state-to-statecost-adjustedratedifferencesthanproducedby the state-specific

data.7 Qwestalso hassaidthat therelativedifferencein the nationalaverageandstate-specific

benchmarkinganalysesmayvary from yearto year (becausethe totalnumberof minutesvaries

from year to year).8 But that is preciselywhy state-specificdatamustbeused— it would be

entirelyarbitraryto allowaBOC to choosewhateverdataaremostbeneficialwith respectto the

particularstatesandattheparticulartimes thattheBOC choosesto file applications.AndQwest

has clearly employed such gamesmanshiphere. Using state-specificminutes-of-use,and

reasonableestimatesfor the allocationof thoseminutesshowsthat Qwest’sNorthDakotaand

Washingtonnon-loop ratesfail the Commission’sbenchmarkinganalysis. On the otherhand,

Qwest’s flawed non-loop benchmarkinganalysis — which is basedon national minutes —

producesadistinctlymorefavorableresultfor Qwest.

12. Qwest’s claim that the use of national average minutes to conduct its

benchmarkinganalysisdoesnot benefit Qwestalso is irrelevant(in addition to beingpatently

false). ThepurposeoftheCommission’sbenchmarkinganalysisis to determinewhetherratesin

a particularstatearesimilar to theratesin thebenchmarkstate,on a cost adjustedbasis. The

propermethodologyfor conductingthat analysisdoesnot dependonwhetheronemethodology

systematicallyproduceshigheror lower results thana competingmethodology. Rather,the

propermethodologyis the onethat producesthemost accurateresults. As recognizedby this

Commissionin theNewJersey271 Order (~f53), the mostaccuratebenchmarkinganalysisis

betweencallsto anaccesstandemandcallsdirect to aPOP. But thoseallocationshavelittle, if
any, impacton theresultsofthebenchmarkanalysis.

‘~SeeQwestJuly22ExParteLetterat 3-5.
8 Seeid.
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one that employsstate-specificminutes and, if available,state-specificassumptionsrelatingto

theallocationofthoseminutes.9

13. A properlyappliednon-loopbenchmarkanalysis— using state-specificminutes—

showsthat Qwest’sNorthDakotanon-loopcostsexceedthosein Coloradoby 10 percent,yet

Qwest’sNorthDakotanon-loopratesexceedthosein Coloradoby amuchlarger25 percent. See

Figure I (below) andExhibit A. Likewise,Qwest’sWashingtonnon-loopcostsare 15 percent

belowthosein Colorado,yet Qwest’sWashingtonnon-loopcostsareonly 9 percentbelowthose

in Colorado. SeeFigureI (below) andExhibit A. Thus, it is clearthat Qwest’sNorthDakota

andWashingtoncost-adjustednon-loopratesexceedthoseofColorado. SeeFigureI (below).

Figure I

QwestCost-AdjustedNon-Loop UNE Rates

Applicant Colorado Cost-Adjusted
State Benchmark Difference Difference

North Dakota
Total Non-Loop Rate (per-line, per-month) $ 5.72 $ 4.59 25 %
UNE Synthesis Model Non-Loop Cost $ 4.48 $ 4.07 10% 14%

Washington
Total Non-Loop Rate (per-line, per-month) $ 4.20 $ 4.59 -9%
UNE Synthesis Model Non-Loop Cost $ 3.48 $ 4.07 -15 % 7 %

B. Qwest’s Montana, Nebraska, North Dakota, Washington, and Wyoming
Switching RatesExceedThoseOf Colorado On A CostAdjusted Basis.

14. A well-knowncharacteristicofthe SynthesisCostModel is that it overstatesthe

costs of transportand tandemswitching in everystate. This issue arosemost recentlyin a

Virginia TINE rate casebefore this Commission. In that case,the transportcost estimates

generatedby AT&T’s runsoftheSynthesisModel werethreetimesashighasthetransportcosts

~The benchmarkinganalysisshouldreflect relativecost-adjustedUNE chargesencounteredby
theaveragesubscriberin onestateversusthe averagesubscriberin thecomparisonstate.This is
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estimatedby Verizon using anothermodel. Provokedby this anomaly, a member of the

Commission’sstaffaskedAT&T’s transportwitness,SteveTurner,“why don’t youjust all agree

thatweshoulduse[Verizon’s transportcostestimates]andwecouldall go home?”1°Ivir. Turner

repliedthat, if forcedto choosebetweenthe SynthesisModel andVerizonmodelsfor transport

costswithoutmodifying eitherone,hewouldchoosethe latter.11

15. Theamountby which the SynthesisCostModel overstatestransportandtandem

switching increasesas line density decreases. Thus, the Synthesis Cost Model overstates

transportandtandemswitchingby alargeramountin rural areas(whichgenerallyhavelow line

densities)than in less rural states(which generallyhavehigher line densities).12 Figure II

(below) illustratesthis point by comparingthe ratio of the SynthesisCost Model estimateof

transportcoststo the actualTINE ratesadoptedby stateCommissions.As shownin Figure II,

that ratio increaseswith decreasedline density,anddecreaseswith increasedline density. By

contrast,theothernon-looprateelementsappearto consistentlyestimatecostsregardlessof line

density.

bestaccomplishedby reflectingthe averageminutesfor therespectivestates.
101d., 19 Tr. 5552 (Nov. 29, 2001)(Mr. Morris).

~ Id. at 5553 (Mr. Turner).
12 We explainedsomeof thereasonsfor this characteristicof the SynthesisCostModel in our

testimonyfiled in theQwestII proceeding.

8
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16. Becausethe SynthesisCostModel substantiallyoverstatestransportandtandem

switching costs(andthusaggregatenon-loopcosts)in lessdenselypopulatedstatesrelativeto

moredenselypopulatedstates,theshort-cutbenchmarkingapproachcannotbe reliedonasatest

for TELRIC-compliance. In manycircumstances,sucha testwill createthe illusion that large

non-loopratedifferencesarejustifiedby costs,whenin facttheyarenot.

17. Of course,that doesnot meanthatno switching-relatedbenchmarkingtestcanbe

used. A benchmarkinganalysis of non-loop elements, excluding transport and tandem

switching,could still beappropriate— andequallysimple to implement. And the transportand
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tandemswitching rateelementscanbe examineddirectly, with no benchmarking,in the same

waythatthe Commissionexaminesnon-recurringrateelements.

18. In this case,it is clear that the problemswith estimatingrelativecosts for the

transportand tandemswitching rate elementsprecludea valid non-loopbenchmarkanalysis.

Indeed,Coloradohasapproximately52 lines per squaremile. By contrastMontanahasonly

about18 linespersquaremile, Nebraskahasonly about35 linesper squaremile,NorthDakota

hasonly about30 linespersquaremile, andWyoming hasonly about7 lines persquaremile.

Thus, the SynthesisCostModel will overstatethe costsof transportand tandemswitchingby

substantiallymore in Montana, Nebraska,North Dakota, and Wyoming than in Colorado.

Becausethe relative transportand tandemswitching costs differencesin thesestatescannot

accuratelybe computed,any benchmarkinganalysisfor this collection of statesthat includes

theserateelementsis meaningless.

19. Instead,a non-loopbenchmarkinganalysisin this casewould haveto be limited

to the othernon-loop elements(the core switchingelements),and the ratesfor transportand

tandemswitching will have to standon their own merits. Just asthe Commissiondoesnot

benchmarkfor non-recurringcostsdueto thelackof a legitimatemethodof adjustingfor costs,

theCommissioncannotbenchmarktandemswitchingortransportcostsdueto the lackofa valid

methodofadjustingfor cost.’3

13 The fact that the Commission’s Synthesis cost model may not be appropriate for
benchmarkingwhenthetransportandtandemswitchingcomponentsareincludedin theanalysis
doesnot meanthat the SynthesisModel cannotbe usedfor its intendedpurposeof computing
USFcontributionandsupportlevels. BecausetheUSF contributionandsupportlevelsarebased
on thetotal costofbasicservice(includingtheioop element),thetransportandtandemswitching
componentofthe USFcalculationhasamuchsmallerimpact (approximately1.6%,on average)
on the overallmodelresults. By contrast,thetandemswitchingandtransportelementsmakeup
averyhighproportion(over 17%)ofnon-loopcosts.

10
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20. We haveconducteda non-loop benchmarktest for Montana,Nebraska,North

DakotaandWyoming that excludestransportandtandemswitching. Thatanalysisconfirmsthat

Qwest’sMontana,Nebraska,NorthDakota,WashingtonandWyomingswitchingratescannotbe

justified by a comparisonto Qwest’s Coloradoswitching rates. Indeed, Qwest’s Montana,

Nebraska,NorthDakota,WashingtonandWyomingswitchingratesare7 percent,17 percent,27

percent,7 percent,and 11 percenthigherthanthosein Coloradoon a cost adjustedbasis. See

FigureIII (below).’4

FigureIII

QwestCost-AdjustedSwitching UNERates

Applicant Colorado Cost-Adjusted
State Benchmark Difference Difference

Montana
Total Non-Loop Rate (per-line, per-month) $ 4.47 $ 3.89 15 %
UNE Synthesis Model Non-Loop Cost $ 3.85 $ 3.60 7% 7%

Nebraska
Total Non-Loop Rate (per-line, per-month) $ 4.98 $ 3.89 28 %
UNE Synthesis Model Non-Loop Cost $ 3.93 $ 3.60 9 % 17%

North Dakota
Total Non-Loop Rate (per-line, per-month) $ 4.75 $ 3.89 22 %
UNE Synthesis Model Non-Loop Cost $ 3.46 $ 3.60 -4% 27%

Washington
Total Non-Loop Rate (per-line, per-month) $ 3.65 $ 3.89 -6 %
UNE Synthesis Model Non-Loop Cost $ 3.16 $ 3.60 -12% 7%

Wyoming
Total Non-Loop Rate (per-line, per-month) $ 4.17 $ 3.89 7 %
UNE Synthesis Model Non-Loop Cost $ 3.44 $ 3.60 -4 % 11 %

14 Theseresultscorrectlyreflect state-specificminutes (in contrastto Qwest’sswitching-only

analysis,which is basedonstandardizedminutes).
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IV. STATEWIDE UNE-P ENTRY IS NOT ECONOMICALLY FEASIBLE IN IDAHO,
IOWA, MONTANA, AND WASHINGTON.

21. Given Qwest’s overstatedTINE rates,it should beno surprisethat economically

feasiblestatewideUINE-basedresidentialentry is not possiblein Idaho, Iowa, Montana,and

Washington.

22. Thebusinesscaseviability of a TINE-basedoffering -- that is, whetherit makes

sensefor AT&T (oranyotherentrant)to commitits shareholders’capitalto that enterprise-- is

no different, analytically, from any other investmentdecision. The potential entrant’sscarce

capitalmustbedevotedto its highest-valueuses.Thus,acarrierconsideringwhetherto enterthe

local servicesbusinessin a state(or to continueto participatein that business)mustdetermine

whetherrevenuesattributableto theservicewill exceedthecostsof providingtheserviceby an

amountsufficient to generatea returnthat is commensuratewith the expectationsof investors

concerningrisksandreturnsandwith competingusesfor thecapital.

23. There are three generalsteps in this analytical approach:(1) identifying and

estimatingeachofthecostsofprovidingthe service,(2) identifying and estimatingeachofthe

revenueopportunitiesthatwill begeneratedbyprovidingtheservice,and(3) derivingfrom these

estimated“cashflows” somestandardfmancialmeasurethat allows theinvestmentopportunity

to beassessed(andcomparedto alternativeinvestmentopportunities).

24. TheConmiissionhasofferedguidanceon thetype ofdatathat shouldbe included

whenmaking thesecalculations. The Commissionexplainedthat, in addition to the revenues

that aredirectlyavailabledueto local entry,severalotherrevenuesourceswould berelevantto a

pricesqueezeanalysis,including intraLATA toll andinterLATA toll revenuecontributions,and

the amount of federal and stateuniversal servicerevenuesthat would be available to new

entrants.See,e.g., Vermont271 Order¶ 71. TheCommissionalsostatedthat amarginanalysis

12
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shouldconsiderwhetherentry is viableusingamix ofa UNE-basedandresale-basedlocal entry

strategy.Seeid. ¶ 69.

25. As describedbelow, ouranalysisaccountsfor all ofthesefactors. In particular,

our analysisof the level of revenuesthat are available to potential new entrantsreflects

intraLATA toll andinterLATA toll revenuecontributions,aswell asthe amountof federaland

stateuniversal servicerevenuesthat would be available to new entrants. Our analysisalso

accountsfor the possibilitythat a new entrantmayentera stateusing a combinationof TINE-

basedandresaleservices(ouranalysisassumesaTINE-basedapproachwherethat is themost

highestmarginentrymode,and a resale-basedapproachwherethat is themosthighestmargin

modeofentry).

26. Furthermore,ouranalysisis basedon theinternalcostsof anefficient entrant. In

the past, the Commissionhasexpressedconcernas to whetherthe well-known internal cost

estimatesin ouranalysisarethoseof efficient carriers. The answerto that questionis yes. As

explainedin thedeclarationofStephenBickley, theinternalcostfiguresonwhich ouranalysisis

partly baseddo not reflect carriers’ current internal costs,but are forward-lookingcoststhat

accountfor futuresavingsassociatedwith efficienciesandincreasedscale.SeeBickley QwestI

andQwestII Declarations.

27. Because telecommunicationscarriers are subject to numerous reporting

requirements,andbecausereliablesubscriptionmarketresearchproductsareavailable,obtaining

theinputsnecessaryto conductouranalysiswasrelativelystraightforward.Carrier-specificdata,

including retail local serviceprices,TINE prices,andaccesspricesarelargelypublicly reported

and directly verifiable. We are confident, therefore, that the following analysispaints an

13
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accuratepictureofthesubstantialbarrierthatQwest’sTINE pricesin thesestatesposeto entryof

carrierswho couldprovideresidentialcompetition.

28. Theremainderofthis sectionis organizedasfollows. First,wedescribethe costs

associatedwith a residentialUNE-Platformoffering in eachof the four states. Second,we

describetherevenuesthat are availableto carriersservingcustomersin thesestates. Third, we

translatethesecashflows into marginsby looking at the differencesbetweentherevenuesthat

wouldbe generatedand coststhat would be incurredby a newentrantcarrier in eachstate-- a

typeoffinancialmeasurecommonlyusedby businessesto makeinvestmentdecisions.

29. Thismarginanalysisshowsthat economicallyfeasibleresidentialUNE-Platform-

basedcompetitioncannotbeundertakenby competitivecarriersin Idaho, Iowa,Montana,’5and

Washington.SeeExhibit B to ourdeclaration,entitled“UNE ConnectivityMargin” summarizes

theresultsof ourcost, revenue,andmarginanalysesfor eachstate. We referto, andgenerally

follow, thefirst pageofeachstate-specificmarginanalysisincludedwithin. SeeExhibit B in the

discussionbelow. We also refer to back-uppagesfor eachstate,which provide additional

supporton theassumptionsandcalculationsunderlying.SeeExhibit B.

30. Costs. Therearethreebasiccategoriesof cost associatedwith TINE-Platform-

basedservices: (1) “connectivity” costs(i.e., thecostsassociatedwith purchasingthe necessary

network elementsfrom the incumbent),(2) non-recurringcosts,(i.e., one-timecostsassociated

with purchasingthe networkelements)and(3) acarrier’sown internalcostsof runninga local

telephoneservice business(e.g., developing, maintaining and operating computer support

15 Qwest’sown analysisof Montana’sgross margin(Exhibit 10-1 of Qwests’sSeptember30,

2002Addendumex-partefiling) furthersupportsthepropositionthat theavailablegrossmargins
are insufficient to covera CLECs internalcost. It is importantto note that thereareno non-
recurring costs for new installations, no cost for daily usagefeeds, and their inclusion of

14
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systems,as well as marketing, customercare, and administration). Our analysis focuses

primarily on thefirst two categoriesofcosts.

31. Figure W (below) displays the monthly per line ratesfor non-usagesensitive

switchingandloop elements(UINE loopsandUNE switchports). The sourcesforthesecostsare

shownin Exhibit B-i.

intraLATA toll revenuehasno accompanyingaccesscost (the accessis alreadycountedasa
revenueandthusneedsto benettedfrom thetoll revenue).

15
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Figure IV

Loop and Port Costs

Statewide
Item Average Zone I Zone 2 Zone 3 Zone 4 Zone 5

Loop Costs
Idaho $ 20.68 $ 15.65 $ 23.76 $ 40.50
Iowa $ 16.48 $ 12.69 $ 15.14 $ 26.39
Montana $ 23.84 $ 23.10 $ 23.90 $ 27.13 $ 29.29
Washington $ 14.72 $ 5.86 $ 10.80 $ 12.21 $ 13.76 $ 18.51

Port Costs
Idaho $ 1.34 $ 1.34 $ 1.34 $ 1.34
Iowa $ 1.15 $ 1.15 $ 1.15 $ 1.15
Montana $ 1.58 $ 1.58 $ 1.58 $ 1.58 $ 1.58
Washington $ 1.34 $ 1.34 $ 1.34 $ 1.34 $ 1.34 $ 1.34

32. Most othernetwork elementsrequiredfor local servicearechargedon a usage

basis. Therefore,it is necessaryto combinepublishedper-minuterateswith usagevolumesto

estimatethe cost of the othernetwork elements. Colorado-specificlocal usagevolumesare

availablefrom Qwest’sannualdial equipmentminutesubmissionsto NECA(thesamedatathat

is usedin the Commission’sSynthesisCostModel). As local dial equipmentdatawasnot yet

reportedfor 2001, the2000 split of intrastatebetweentoll andlocal wasused. This calculation

of“usageminutes” retainsthe non-conversationtime that is reflectedin dial equipmentminutes

andwhich is includedin the cost of TINEs. We haveassumedthat therewill be a nettingof

chargesfor traffic terminatingto a new entrant’sTINE-P customerand thus originating local

traffic and its associatedtermination is relevantfor local usageon theselines. For the toll-

relatedminutes-of-usecategories,we areusing theTNS Telecoms(formerly PNR) residential

volumes per line from the Bill Harvestingmarket research. These toll volumes and the

calculationsfor local, usagearedetailedin Exhibit B to this declaration.
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33. For eachcategoryof usage(e.g., local, intraLATA toll, etc.),particularnetwork

architectureassumptionsmustbeapplied. Local usagemustbe apportionedto reflect thefact

that somelocal calls are “intra-switch” calls(wherethe calling andcalledpartiesareservedby

the same switch) and some are “inter-switch” calls. Inter-switchcalls require assumptions

regardingtheportion ofthesecalls that arerouteddirectly betweenthetwo switchesandthose

that are routedvia a tandem. We haveassumedthat approximately2% of local inter-switch

minutesand20%of intraLATA toll andinterLATA minutesaretandem-routed.Approximately

35% oflocal callsin Qwest’snetworkareassumedto beintra-switchcalls.’6 SeeExhibit B-8.

34. Thecalculatedintra-switch,inter-switch,andtandemconversationminutes(or, in

thecaseof toll calls,thetoll directandtoll tandemconversationminutes)arethenmultipliedby

the correspondingQwestusagechargesin eachstateto arrive at expectedmonthly usagecosts

per line, asdetailedin Exhibit B-8. The total monthly usagechargesper line, which are also

listed in ExhibitB-i, aresummarizedin thefollowing table.’7

16 Although the Commission’sSynthesisModel recognizesthat about50 percentof local calls

would be intraswitchcallsin anefficiently designednetworkwith properlysizedswitches,the
relevantfigure for anewentrantcontemplatingentry is what it will actuallypayQwest. Because
Qwest’sexistingnetworkis not efficiently designedandsometimesusestwo switcheswhereone
would bemoreefficient, the 35 percentfigure mustbeusedto determineexpectedconnectivity
coststhatwill bebilled by Qwestto the competingcarrier.

“ TINE purchasersmustpay switching, transportandrelatedusagechargesfor access-related
usagewhether a call is originated or terminatedby their customer,and we have usedthe
assumptionthat the customerreceivesas much accesstraffic as he or she originates.For
intraLATA toll traffic, every originating minute is associatedwith a terminatingminute to
anothercustomer(for simplicity assumedto beservedby the sameILEC) in the ILEC’s service
area.

17
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Figure V

UsageCosts

Statewide
Item Average Zone I Zone 2 Zone 3 Zone 4 Zone 5

Usage Costs
Idaho $ 3.27 $ 3.27 $ 3.27 $ 3.27
Iowa $ 4.00 $ 4.00 $ 4.00 $ 4.00
Montana $ 4.20 $ 4.20 $ 4.20 $ 4.20 $ 4.20
Washington $ 3.11 $ 3.11 $ 3.11 $ 3.11 $ 3.11 $ 3.11

35. We haveincludedthe developmentof the daily usagefeed (“DUF”) charge,in

Exhibit B-b, whicharesummarizedin thefollowing table.

Figure VI

Daily UsageFeedCosts

Statewide
Item Average Zone I Zone 2 Zone 3 Zone 4 Zone 5

Daily Usage Feed Costs
Idaho $ 0.25 $ 0.25 $ 0.25 $ 0.25
Iowa $ 0.30 $ 0.30 $ 0.30 $ 0.30
Montana $ 0.32 $ 0.32 $ 0.32 $ 0.32 $ 0.32
Washington $ 0.36 $ 0.36 $ 0.36 $ 0.36 $ 0.36 $ 0.36

36. In total, the averagerecurringmonthly connectivitycosts(loop plus usageplus

DUF) incurredby Qwestto servea customerin eachstatearesummarizedin thefollowing table,

which is themonthlyconnectivitycostsforthevariouszonesweightedby therelativenumberof

estimatedresidencelines in eachzoneservedby Qwest. SeeExhibit B-i.
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FigureVII

Platform Recurring Costs

Statewide
Item Average Zone I Zone 2 Zone 3 Zone 4 Zone 5

Platform Recurring Costs
Idaho $ 25.54 $ 20.51 $ 28.62 $ 45.36
Iowa $ 21.93 $ 18.14 $ 20.59 $ 31.84
Montana $ 29.94 $ 29.20 $ 30.00 $ 33.23 $ 35.39
Washington $ 19.53 $ 10.67 $ 15.61 $ 17.02 $ 18.57 $ 23.32

37. In addition to the recurringmonthly connectivitycosts,new entrantsmust also

payQwestfor one-time,non-recurringcostsassociatedwith acquiringthat customer(suchasset-

up costs). For the purposeof this analysis,wehaveassumedthat thoseup-front costswill be

recoveredover a periodof 30 months to reflect a 2’/2 year customerlife. Those costsare

summarizedin FigureVIII below. Seealso Exhibit B-i.

Figure VIII

Non-Recurring Costs

Statewide
Item Average Zone I Zone 2 Zone 3 Zone 4 Zone 5

Non-Recurring Costs
Idaho $ 0.21 $ 0.21 $ 0.21 $ 0.21
Iowa $ 0.22 $ 0.22 $ 0.22 $ 0.22
Montana $ 0.21 $ 0.21 $ 0.21 $ 0.21 $ 0.21
Washington $ 0.37 $ 0.37 $ 0.37 $ 0.37 $ 0.37 $ 0.37

38. Revenues.The Qwestlocal serviceratesthatUNE-Platformbasedproviderscan

obtain for their servicesare effectively cappedby the retail rateschargedby Qwest. If new

entrantsattemptto chargehigherratesthanQwest,thesenewentrantswould beunableto attract
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customers.18Qwestlocal serviceratesare readily availableandverifiable from manysources,

including theCenterfor CommunicationsManagementInformation.’9

39. Thereare, of course,otherrevenueopportunitiesavailableto new entrants. A

localserviceprovidercanexpectto sell verticalfeaturesto manycustomers.Weuseddatataken

from the TNS TelecomsBill Harvestmarket researchproduct updatedthrough the second

quarterof 2002,to determinethe averagevertical featurerevenuepermontha newentrantcan

expectto receivein eachstate. Our analysisalsoaccountsfor thefederalsubscriberline charge

monthly revenueupdatedfor theJuly2002increase.

40. In addition,a UNE-Platform-basedproviderearnsaccessrevenuesfor originating

andterminatinglong-distancecalls. This revenuemayeitherbeexplicit (whenaCLEC charges

an independentIXC), or implicit (if the CLEC actsas its own IXC). To estimatetheseaccess

revenuesit is necessaryto multiply expectedtoll minutes(derivedfrom theTNS TelecomsBill

Harvest toll minutes-of-usedata)by the relevantaccesschargesthat AT&T can replacewith

TINEs.2°Our calculationsof amountsfor estimatedmonthlyperline accesschargerevenuesare

setforth in Exhibit B-5.

18 In fact, this assumptionprobably overstatesmarginsbecauseif competitiveentry of any

sizeablescalewere to occur, Qwest would probablydecreaseits retail ratesin an effort to
respondto suchcompetition. While suchreductionsare the essenceof competition-- and
obviouslyadvantageousto consumersin the shortrun -- theyalsoincreasetherisk facedby the
newentrant. It is for this reasonthatit is critical thatUNEratesbebasedonproperlycalculated
TELRIC, i.e., the forward-lookingcosts of an efficiently configuredand operatedcompetitor.
This will ensurethat consumersreceivethe full benefit ofcompetitivepricingover thelongrun
by maximizingthelikelihoodthatcompetitorsarenot squeezedout ofthemarket.
~ The Center for CommunicationsManagementInformation (“CMJVII”) is a nationally

recognizedprovideroftelecommunicationsrateandtariff information. Seewww.cmmi.com.
20 Dedicatedtransportaccesschargesarenot included becauseAT&T doesnot avoid these

accesschargesthroughits acquisitionofaTINE-P localcustomer.

20



AT&T Comments,Lieberman& PitkinDeci. — October15,2002 REDACTED

QwestRefiled27lApplication FOR PUBLIC INSPECTION

41. We also sought to include the amount of portable federal and stateuniversal

servicefundrevenuesthat would be availableto carriersin eachstateandto reflect thefunding

availablefrom theCALLS program.

42. In addition,wehavecomputedtheintraLATA andInterLATA toll contributions

that maybe availableto new entrants. This information is proprietary,and is summarizedin

confidentialExhibit C.

43. The following figure summarizesourcalculationsof the total revenuesby state

that AT&T (or anotherentrant)couldexpectto receivefrom residentialUNE-basedservice(this

figure excludesintraLATA and interLATA toll revenuecontributionsbecausethosevaluesare

proprietary)21

Figure IX

Total Revenues

Statewide
Item Average

Total Revenues
Idaho $ 29.14
Iowa $ 25.19
Montana $ 36.43
Washington $ 26.66

44. Margin. There are many standard financial measuresfor assessingthe

profitability of investing (or continuing) in a line of business. The marginper line canbe

21 Thereare no measurableresidentialrevenuecontributionsor cost savings in caseswherea

carrier hasalreadyenteredthebusinessmarket. Businessandresidentialservicesare entirely
different,andrequiredifferenttypesandlevelsofservices.As aresult,AT&T andothercarriers
makeentry decisionsfor businessand residentialservicesseparately,basedon the available
marginsfor eachservice.
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computedby comparinga carrier’sexpectedcostswith its expectedrevenuesfor eachline. A

“gross” TINE-P margincanbe determinedby subtractingexpecteddirect connectivityexpenses

(e.g., cost of goodssold) from expectedrevenues. A “net” (or operating)UNE-P margincan

only be determinedby subtractingall expectedoperatingexpenses(e.g., marketing,customer

service,billing, orderprocessing,andotheroperatingactivities) from expectedrevenues.

45. Also, asnotedabove,this analysisaccountsfor thepossibility that a newentrant

mayenterastateusinga combinationofTINE-basedandresaleservicesby assuming,ona zone-

by-zonebasis,that a CLEC will adopta TINE-basedapproachwherethat is thehighestmargin

entrymode,andaresale-basedapproachwherethatis thehighestmarginmodeof entry.

46. Thesemarginanalysesfor four of theQweststates(Idaho, Iowa, Montana,and

Washington)highlightedin this declarationshowthat residentialgrossmargins(for this profit-

maximizingamalgamof TINE-based/Resale-basedlocal entry) arevery low. SeeExhibit B-i.

The following figure summarizesthe results,on a statewideaveragebasis, for eachof these

states. The figure below does not reflect the proprietary interLATA and IntraLATA toll

contributions. Thosevaluesareshownin confidentialExhibit C.

Figure X

ResidentialGrossMargins

Statewide
Item Average

Residential Gross Margin
Idaho $ 6.52
Iowa $ 5.38
Montana $ 6.28
Washington $ 6.76
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47. To computea potential entrant’snetmargins, it is necessaryto accountfor the

potentialentrant’sinternalcostsof entry. As explainedin thedeclarationofStephenBickley, an

efficient entrantentrant’sinternal costs— e.g., customercare,uncollectibles,and generaland

administrativecosts, exceed$10.00 per line per month in eachof thesestates. SeeBickley

QwestI andQwestifi Declarations.

48. As shownin the abovetable, on a statewidebasis,all four of the statesdo not

generatemarginssufficient to recover a new entrant’s internal costs of $10.00 or more of

providing local services. And adding interLATA and IntraLATA toll contributions to this

analysisdoesnot changethoseresults. SeeconfidentialExhibit C. Thus,thereis no question

that Qwest’sTINE ratesin Idaho, Iowa, Montana,and Washingtoncreatea price squeezethat

precludescompetitiveentry.22

V. QWEST MONTANA AND WYOMING DEAVERAGING METHODOLOGIES
CREATE A SUBSTANTIAL BARRIER TO COMPETITIVE ENTRY.

49. Local entry in Montanaand Wyoming is further hamperedby Qwest’sunusual

deaveragingmethodology. Boththe MontanaandWyoming statecommissionsimplementeda

deaveragingmethodology(adoptingQwest’sproposal)that makes it virtually impossiblefor

potential entrants to determinewhich customersare located in which UNE rate zones.23

22 A “TINE-L” strategywould bewholly uneconomicfor residentialentry. Quite apartfrom the

fact that carrierscannotrationallyinvest in switchesuntil theyhaveusedTINE-P to build up a
customerbase (UNE Remand Order ¶ 260), Qwest and other BOCs have not deployed
technologythat allows customersto change from one local exchangecarrier to another
efficiently and effectively, in massmarketquantitiesand at low cost. Instead,thesechanges
requiremanual“hot cuts” which areexpensiveandwhich haveprovenimpossiblefor BOCsto
administerwithout causingunacceptablelevels of serviceoutagesevenwhenTJNE-L is used
only forlow volumesof ordersforbusinesscustomers.
23 Unlike the restof the Qwest’sstates,theMontanaandWyoming statecommissionsdid not

assignwire centersto distinctTINE zones,but insteadrelieduponcurrentretail zonesthat split
wire centersinto multiple areas. Eachwire centercontainsa baserateareasurroundingthe
switchandmultiplezoneincrementsbasedonacustomersdistancefrom theswitch. As aresult,
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Consequently,potentialnewentrantsmustrequestthat informationfrom Qweston a customer-

by-customerbasis.24 This unusualdeaveragingapproachinhibits localentry in two ways. First,

it makesit difficult for potentialentrantsto developandimplementanentrystrategy. Because

the revenuesavailableto newentrantsvarieswidely from TINE zoneto TINE zone,theinability

to determinewhich potential customersare locatedin which TINE zone(excepton a case-by-

casebasis)makesit difficult, if not impossible,to developandimplementandeffective entry

strategy. Second,becauseQwestwill know exactlywhere CLECs intend to enter-- indeed,

CLECs must requestcustomerTINE zone information directly from Qwest -- Qwest has a

competitiveadvantagethatwill allow it to thwartcompetitiveentry.

VI. CONCLUSION

50. Contraryto Qwest’s claims, Qwest’sTINE ratesfor Montana,Nebraska,North

Dakota,Washingtonand Wyoming do not satisfy the Commission’sbenchmarkinganalysis,

usingColoradoasthe benchmarkstate. Furthermore,the TINE ratesin Idaho,Iowa, Montana,

andWashingtonaresofar inflatedaboveTELRIC principlesthat localentryis noteconomically

feasible.

no mechanismexists for CLECsto independentlydeterminethezonesin which eachcustomer
falls. The only precisemethodcurrently availableto CLECs (documentedon Qwest’swebsite
http://www.qwest.comlwholesale/clecs/geodeavg.html)is to entereachcustomerit plans on
targetinginto Qwest’sIMA database.
24 Seeid.
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VERIFICATION PAGE

I declareunderpenalty of perjury that the foregoing Declarationis true and

correct.

Is! Michael R. Lieberman

Michael R. Lieberman

Executedon: October15, 2002

I declareunder penalty of perjury that the foregoing Declarationis true and

correct.

Is!BrianF. Pitkin

BrianF. Pitkin

Executedon: October15, 2002
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Exhibit - B - 1 (WA)

COSTS
Statewide 
Average Zone 1 Zone 2 Zone 3 Zone 4 Zone 5

Zone weights 1% 18% 20% 22% 40%
Loop $14.72 $5.86 $10.80 $12.21 $13.76 $18.51
Port $1.34 $1.34 $1.34 $1.34 $1.34 $1.34
Features $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Usage $3.11 $3.11 $3.11 $3.11 $3.11 $3.11
DUF $0.36 $0.36 $0.36 $0.36 $0.36 $0.36
OSS - RC $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Platform - Recurring Cost $19.53 $10.67 $15.61 $17.02 $18.57 $23.32
NRC $0.37 $0.37 $0.37 $0.37 $0.37 $0.37
Total Platform (w/NRC) $19.90 $11.04 $15.98 $17.39 $18.94 $23.69
REVENUES RES @ Qwest WA
Basic Local Svc

UNE Zone 1 12.50$                      
UNE Zone 2 12.50$                      
UNE Zone 3 12.50$                      
UNE Zone 4 12.50$                      
UNE Zone 5 12.50$                      

Basic Local Svc - Statewide 12.50$                      

Other Revenue Sources
Features 6.54$                        TNS Bill Harvest _ 3Q01 - 2Q02
Subscriber Line Charge 5.91$                        
IntraLATA Toll Contribution AT&T Proprietary
InterLATA Toll Contribution AT&T Proprietary
Access 1.71$                        
Total Revenue (average) 26.66$                      

MARGINS - RES @ Qwest WA Level %

Average
1 - (1%) 15.62$          
2 - (18%) 10.68$          
3 - (20%) 9.27$            
4 - (22%) 7.72$            
5 - (40%) 2.97$            
Average 6.76$            

Average
1 59%
2 40%
3 35%
4 29%
5 11%

Average 25%

Average
1 - (1%) 15.62$          
2 - (18%) 10.68$          
3 - (20%) 9.27$            
4 - (22%) 7.72$            
5 - (40%) 2.97$            
Average 6.76$            

$ / Line
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N

E
 Z
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UNE-P and Resale Discount

Connectivity Margin for Qwest Washington
SGAT Rates

$ / Line

UNE-P Margins
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Exhibit - B - 3 (WA)

Washington Resale Margin

TSR Discount 14.74%
   Residence 14.74%
   Features 14.74%
Retail Revenue
   Residence 12.50$    
   Features 6.54$      

TSR NRC 13.10$    

TSR Margin (no Toll) 2.14$      



Exhibit - B - 4 (WA)

Qwest Washington

Intra-Lata Intra-State 26.0                      

 Inter-State 3.2                        

Inter-Lata Intra-State 16.6                      

Inter-State 51.0                      

Source: TNS ReQuest Market Monitor and Bill Harvesting Study

ARMIS-Based Local DEM Per line Per Month

2001 Per Line 
Per Month 
Local DEM

Local DEM per 
line CAGR: 
2001 vs 1998

Estimated 2002 
Per Line Per 
Month Local DEM

2-Way DEM per Line 2,084              7.7% 2,244                   
1-Way DEM per Line 1,042              1,122                   

Residential Toll Conversation MOU Per line Per Month
Average Residential Toll Minutes 3Q01 - 2Q02
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Exhibit - B - 6 (WA)

Local Revenue and Features

Retail Rate 
Zone  Res Lines 

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

Rate Group 1 1,697,916 12.50$           111 100%

Totals/Avg. 1,697,916                         12.50$           111 100%

Average Monthly Feature Revenue Per Bill 6.54$                

Source: TNS Bill Harvesting Study,  3Q01 - 2Q02



Exhibit - B - 7 (WA)

Basic Local and UNE Loop Rates by UNE Zone

UNE Rate 
Zone  Res Lines 

UNE Loop 
Price

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

1 18,018            $5.86 12.50$           2 1%
2 304,321          $10.80 12.50$           13 18%
3 331,755          $12.21 12.50$           13 20%
4 371,218          $13.76 12.50$           14 22%
5 672,604          $18.51 12.50$           69 40%

Totals/Avg. 1,697,916       14.72$       12.50$           111 100%



Exhibit - B - 8 (WA)

Washington - Qwest UNE Unit Cost Development
Local

 AHD Rates intraswitch local direct tandem
intralata toll 

direct
intralata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
EO Switching orig (average) 0.001178$    1 1 1 1 1 1 1 1 1
Local Switch - Common Trunk Port -$              2 2 2 2 1 1 1 1
Shared Transport 0.000780$    1 1 1 1 1 1
Reciprocal Comp/eo term 0.001178$    1 1 1 1

0.0011780$       0.0031360$  0.0031360$  0.0031360$      0.0031360$          0.0011780$  0.0019580$          0.0011780$  0.0019580$  
MOU 392.7 714.7 14.6 23.4 5.8 26.5 6.6 81.6 20.4
Cost per Line 0.462564$         2.241165$    0.045738$    0.073250$        0.018313$            0.031275$    0.012996$            0.096101$    0.039933$    

MOU Assumptions Outbound Inbound total intraoffice tandem
Local 1122 0 1122 35% 2%
IntraLATA Toll 29 29 58 0% 20%
Intrastate InterLATA 17 17 33 0% 20%
Interstate InterLATA 51 51 102 0% 20%
Total 1219 97 1315

DUF Record Calculation

Conversation 
MOU/MSG Outbound Inbound

Local 4 280
IntraLATA Toll 4 7 7
Intrastate InterLATA 4 4 4
Interstate InterLATA 5 10 10
Total Records 324

UNE Usage Cost by Service Average
% MOU UNE Cost Cost per Line

Local
Intraswitch local 35% 0.001178$         

Interswitch direct local 64% 0.003136$         
Interswitch tandem local 1% 0.003136$         

0.002451$         2.75              

IntraLATA Toll
On ILEC Network

intralata toll direct 80% 0.003136$         
intralata toll tandem 20% 0.003136$         

0.003136$         0.18              

Intrastate InterLATA
interlata toll direct 80% 0.001178$         

interlata toll tandem 20% 0.001958$         
0.0013340$       0.04              

Interstate InterLATA
interlata toll direct 80% 0.001178$         

interlata toll tandem 20% 0.001958$         
0.0013340$       0.14              

Total Usage Per Line 3.11$            

Usage Records

interswitch local

Interstate InterLATAIntrastate InterLATAIntralata toll 

On ILEC Network



Exhibit - B - 9 (WA)

Qwest Washington
UNE-P: Commission Ordered Rates

By Density Zone Zone 1 Zone 2 Zone 3 Zone 4 Zone 5 Statewide

A. Residence Line Distribution 1.1% 17.9% 19.5% 21.9% 39.6% 100%
B. Loop $5.86 $10.80 $12.21 $13.76 $18.51 $14.72 
C. Analog Line Side Port $1.34 $1.34 $1.34 $1.34 $1.34 $1.34 
D. Local Switch Usage  $     0.00118  $     0.00118  $     0.00118  $     0.00118  $     0.00118 $0.00118 
E. Local Switch - Common Trunk Port -$           
F. Shared Transport 0.000780$ 
G. DUF: Per Record Processed 0.001100$ 



Exhibit - B - 10 (WA)

Qwest Washington_Daily Usage File Calculation

Usage Recording Costs Rate Application Factor Cost/Month

DUF: Per Record Processed 0.001100$     Per Record 324 Records/Bill 0.36$                   



Exhibit - B - 1 (MT)

COSTS
Statewide 
Average BRA Zone 1 Zone 2 Zone 3

Zone weights - Residential Lines 75% 11% 10% 4%
Loop $23.84 $23.10 $23.90 $27.13 $29.29
Port $1.58 $1.58 $1.58 $1.58 $1.58
Features $0.00 $0.00 $0.00 $0.00 $0.00
Usage $4.20 $4.20 $4.20 $4.20 $4.20
DUF $0.32 $0.32 $0.32 $0.32 $0.32
OSS - RC $0.00 $0.00 $0.00 $0.00 $0.00
Platform - Recurring Cost $29.94 $29.20 $30.00 $33.23 $35.39
NRC $0.21 $0.21 $0.21 $0.21 $0.21
Total Platform (w/NRC) $30.15 $29.41 $30.21 $33.44 $35.60
REVENUES RES @ Qwest MT New Install 56.56$    
Basic Local Svc Migration 0.69$      

UNE Zone BRA 18.71$                % New Install 10%
UNE Zone 1 19.46$                Customer life 30
UNE Zone 2 22.46$                
UNE Zone 3 24.46$                

Basic Local Svc - Statewide 19.40$                

Other Revenue Sources
Features 4.96$                  TNS Bill Harvest _ 3Q01 - 2Q02
Subscriber Line Charge 6.00$                  
IntraLATA Toll Contribution AT&T Proprietary
InterLATA Toll Contribution AT&T Proprietary
Access 3.41$                  
Federal USF 2.61$                  State wide average -- detail by zone is not available
Federal IAS (average) 0.06$                  State wide average -- detail by zone is not available

Total Revenue (average) 36.43$                
UNE Zone BRA 35.75$                

UNE Zone 1 36.50$                
UNE Zone 2 39.50$                
UNE Zone 3 41.50$                

MARGINS - RES @ Qwest MT Level %

Average
BRA - (75%) 6.33$            

1 - (11%) 6.28$            
2 - (10%) 6.05$            
3 - (4%) 5.89$            
Average 6.28$            

Average
BRA 18%

1 17%
2 15%
3 14%

Average 17%

Average
BRA - (75%) 6.33$            

1 - (11%) 6.28$            
2 - (10%) 6.05$            
3 - (4%) 5.89$            
Average 6.28$            

$ / Line
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N

E
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e

UNE-P and Resale Discount

Connectivity Margin for Qwest Montana
SGAT Rates

$ / Line

UNE-P Margins
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Exhibit - B - 3 (MT)

Montana Resale Margin

TSR Discount 18.10%
   Residence 18.10%
   Features 18.10%
Retail Revenue
   Residence 19.40$    
   Features 4.96$      

TSR NRC 0.69$      

TSR Margin (no Toll) 4.39$      



Exhibit - B - 4 (MT)

Qwest Montana

Intra-Lata Intra-State 30.5                      

 Inter-State -                        

Inter-Lata Intra-State 21.7                      

Inter-State 71.7                      

Source: TNS ReQuest Market Monitor and Bill Harvesting Study

ARMIS-Based Local DEM Per line Per Month

2001 Per Line 
Per Month 
Local DEM

Local DEM per 
line CAGR: 
2001 vs 1998

Estimated 2002 
Per Line Per 
Month Local DEM

2-Way DEM per Line 1,908              13.9% 2,173                   
1-Way DEM per Line 954                 1,087                   

Residential Toll Conversation MOU Per line Per Month
Average Residential Toll Minutes 3Q01 - 2Q02
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Exhibit - B - 6 (MT)

Average Monthly Feature Revenue Per Bill 4.96$        

Source: TNS Bill Harvesting Study,  3Q01 - 2Q02

Feature Revenue



Exhibit - B - 7 (MT)

Basic Local and UNE Loop Rates by UNE Zone

UNE Rate 
Zone  Res Lines 

UNE Loop 
Price

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

BRA 196,427          $23.10 18.71$           75%
1 28,809            $23.90 19.46$           11%
2 26,190            $27.13 22.46$           10%
3 10,476            $29.29 24.46$           4%

Totals/Avg. 261,903          23.84$       19.40$           72 100%

Zones are not 
deaveraged by 

wire center.
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Montana - Qwest UNE Unit Cost Development
Local

 AHD Rates intraswitch local direct tandem
intralata toll 

direct intralata toll tandem
interlata toll 

direct
interlata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
EO Switching orig (average) 0.001574$    1 1 1 1 1 1 1 1 1
Local Switch - Common Trunk Port -$             2 2 2 2 1 1 1 1
Shared Transport 0.001110$    1 1 1 1 1 1
Reciprocal Comp/eo term 0.001574$    1 1 1 1

0.0015740$       0.0042580$  0.0042580$ 0.0042580$      0.0042580$          0.0015740$ 0.0026840$ 0.0015740$ #########
MOU 380.3 692.2 14.1 24.4 6.1 34.7 8.7 114.7 28.7
Cost per Line 0.598627$         2.947327$    0.060150$   0.103952$        0.025988$            0.054572$   0.023264$   0.180508$   0.076951$  

MOU Assumptions Outbound Inbound total intraoffice tandem
Local 1087 0 1087 35% 2%
IntraLATA Toll 31 31 61 0% 20%
Intrastate InterLATA 22 22 43 0% 20%
Interstate InterLATA 72 72 143 0% 20%
Total 1210 124 1334

DUF Record Calculation

Conversation 
MOU/MSG Outbound Inbound

Local 4 272
IntraLATA Toll 4 8 8
Intrastate InterLATA 4 5 5
Interstate InterLATA 5 14 14
Total Records 326

UNE Usage Cost by Service Average
% MOU UNE Cost Cost per Line

Local
Intraswitch local 35% 0.001574$         

Interswitch direct local 64% 0.004258$         
Interswitch tandem local 1% 0.004258$         

0.003319$         3.61              

IntraLATA Toll
On ILEC Network

intralata toll direct 80% 0.004258$         
intralata toll tandem 20% 0.004258$         

0.004258$         0.26              
Intrastate InterLATA

interlata toll direct 80% 0.001574$         
interlata toll tandem 20% 0.002684$         

0.0017960$       0.08              
Interstate InterLATA

interlata toll direct 80% 0.001574$         
interlata toll tandem 20% 0.002684$         

0.0017960$       0.26              
Total Usage Per Line 4.20$            

Usage Records

interswitch local

Intralata toll Interstate InterLATAIntrastate InterLATA

On ILEC Network



Exhibit - B - 9 (MT)

Qwest Montana
UNE-P: Commission Ordered Rates

By Density Zone BRA Zone 1 Zone 2 Zone 3 Statewide

A. Residence Line Distribution 75.0% 11.0% 10.0% 4.0% 100%
B. Loop $23.10 $23.90 $27.13 $29.29 $23.84 
C. Analog Line Side Port $1.58 $1.58 $1.58 $1.58 $1.58 
D. Local Switch Usage  $   0.001574  $   0.001574  $   0.001574  $   0.001574  $ 0.001574 
E. Local Switch - Common Trunk Port -$           
F. Shared Transport 0.001110$ 
G. DUF: Per Record Processed 0.000985$ 



Exhibit - B - 10 (MT)

Qwest Montana_Daily Usage File Calculation

Usage Recording Costs Rate Application Factor Cost/Month

DUF: Per Record Processed 0.000985$     Per Record 326 Records/Bill 0.32$                  



Exhibit - B - 1 (ID)

COSTS
Statewide 
Average Zone 1 Zone 2 Zone 3

Zone weights 55% 36% 8%
Loop $20.68 $15.65 $23.76 $40.50
Port $1.34 $1.34 $1.34 $1.34
Usage $3.27 $3.27 $3.27 $3.27
DUF $0.25 $0.25 $0.25 $0.25
OSS - RC $0.00 $0.00 $0.00 $0.00
Platform - Recurring Cost $25.54 $20.51 $28.62 $45.36
NRC $0.21 $0.21 $0.21 $0.21
Total Platform (w/NRC) $25.76 $20.73 $28.84 $45.58

REVENUES RES @ Qwest ID
Basic Local Svc (average) 17.03$                  

Zone 1 17.50$                  
Zone 2 16.69$                  
Zone 3 15.39$                  

Basic Local Svc -Statewide 17.03$                  

Other Revenue Sources
Features 3.51$                    TNS Bill Harvest _ 3Q01 - 2Q02
Subscriber Line Charge 6.00$                    
IntraLATA Toll Contribution AT&T Proprietary
InterLATA Toll Contribution AT&T Proprietary
Access 2.60$                    
Total Revenue (average) 29.14$                  

MARGINS - RES @ Qwest ID Level %

$ / Line
Average

1 - (55%) 8.89$                    
2 - (36%) (0.03)$                  
3 - (8%) (18.07)$                

Residence Statewide
Connectivity margin

 $                   3.38 

% / Line
Average

1 30%
2 0%
3 -66%

UNE-P 12%

$ / Line
Average

1 - (55%) 8.89$                    
2 - (36%) 3.60$                    
3 - (8%) 3.60$                    

Residence Statewide
Connectivity margin

 $                   6.52 

Connectivity Margin for Qwest Idaho
SGAT Rates

UNE-P Margins

UNE-P and Resale Discount
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Exhibit - B - 3 (ID)

Idaho Resale Margin

TSR Discount (avg) % of lines
Southern Idaho 18.25% 92.2%
Northern Idaha 19.37% 7.8%

Retail Revenue 20.54$    

TRS NRC 5.00$      

TSR Margin (no toll) 3.60$      



Exhibit - B - 4 (ID)

Qwest Idaho

Intra-Lata Intra-State 31.2                      

 Inter-State -                        

Inter-Lata Intra-State 3.1                        

Inter-State 49.7                      

Source: TNS ReQuest Market Monitor and Bill Harvesting Study

ARMIS-Based Local DEM Per line Per Month

Estimated 2001 
Per Line Per 
Month Local 
DEM

Local DEM per 
line CAGR: 
2001 vs 1998

Estimated 2002 
Per Line Per 
Month Local DEM

2-Way DEM per Line 1,795               8.7% 1,952                   
1-Way DEM per Line 898                  976                      

Residential Toll Conversation MOU Per line Per Month
Average Residential Toll Minutes 3Q01 - 2Q02
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Exhibit - B - 6 (ID)

Local Revenue and Features

Retail Rate 
Zone  Res Lines Local Rate

# of Wire 
Centers

Line 
Distribution

S - 1 16,320 11.49$       6 4%
S - 1a 6,123 12.62$       2 2%
S - 2 339,094 17.50$       61 86%
N - 1 7,308 14.50$       2 2%
N - 2 23,255 16.00$       2 6%

Totals/Avg. 392,100                                      17.03$       73 100%

Average Monthly Feature Revenue Per Bill 3.51$             

Source: TNS Bill Harvesting Study,  3Q01 - 2Q02



Exhibit - B - 7 (ID)

Basic Local and UNE Loop Rates by UNE Zone

UNE Rate 
Zone  Res Lines 

UNE Loop 
Price

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

1 216,891          $15.65 17.50$           55.3%
2 142,242          $23.76 16.69$           36.3%
3 32,967            $40.50 15.39$           8.4%

Totals/Avg. 392,100          $20.68 17.03$           0 100%



Exhibit - B - 8 (ID)

Idaho - Qwest UNE Unit Cost Development
Local

 AHD Rates intraswitch local direct tandem
intralata toll 

direct
intralata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
EO Switching orig 0.001343$    1 1 1 1 1 1 1 1 1
Local Switch - Common Trunk Port -$             2 2 2 2 1 1 1 1
Shared Transport 0.001110$    1 1 1 1 1 1
Reciprocal Comp/eo term 0.001343$    1 1 1 1
Tandem Switch - Common Trunk Port -$             2 2 2 2

0.0013430$       0.0037960$  0.0037960$ 0.0037960$      0.0037960$         0.0013430$ 0.0024530$         0.0013430$ 0.0024530$ 
MOU 341.6 621.8 12.7 25.0 6.2 4.9 1.2 79.6 19.9
Cost per Line 0.458809$         2.360223$    0.048168$   0.094760$        0.023690$           0.006624$   0.003025$           0.106899$   0.048813$   

MOU Assumptions Outbound Inbound total intraoffice tandem
Local 976 0 976 35% 2%
IntraLATA Toll 31 31 62 0% 20%
Intrastate InterLATA 3 3 6 0% 20%
Interstate InterLATA 50 50 99 0% 20%
Total 1060 84 1144

DUF Record Calculation

Conversation 
MOU/MSG Outbound Inbound

Local 4 244
IntraLATA Toll 4 8 8
Intrastate InterLATA 4 1 1
Interstate InterLATA 5 10 10
Total Records 281

UNE Usage Cost by Service Average
% MOU UNE Cost Cost per Line

Local
Intraswitch local 35% 0.001343$         

Interswitch direct local 64% 0.003796$         
Interswitch tandem local 1% 0.003796$         

0.002937$         2.87              

IntraLATA Toll
On ILEC Network

intralata toll direct 80% 0.003796$         
intralata toll tandem 20% 0.003796$         

0.003796$         0.24              

Intrastate InterLATA
interlata toll direct 80% 0.001343$         

interlata toll tandem 20% 0.002453$         
0.0015650$       0.01              

Interstate InterLATA
interlata toll direct 80% 0.001343$         

interlata toll tandem 20% 0.002453$         
0.0015650$       0.16              

Total Usage Per Line 3.27$            

Usage Records

interswitch local

Interstate InterLATAIntrastate InterLATAIntralata toll 

On ILEC Network



Exhibit - B - 9 (ID)

Qwest Idaho
UNE-P: Current UNE Rates

By Density Zone Zone 1 Zone 2 Zone 3 Statewide

A. Residence Line Distribution 55.3% 36.3% 8.4% 100%
B. Loop $15.65 $23.76 $40.50 $20.68 
C. Analog Line Side Port $1.34 $1.34 $1.34 $1.34 
D. Local Switch Usage 0.001343$ 
E. Local Switch - Common Trunk Port -$           
F. Tandem Switching - trunk port -$           
G. Shared Transport 0.001110$ 
H. DUF: Per Record Processed 0.000900$ 



Exhibit - B - 10 (ID)

Qwest ID_Daily Usage File Calculation

Usage Recording Costs Rate Application Factor Cost/Month

DUF: Per Record Processed 0.000900$     Per Record 281 Records/Bill 0.25$                   



Exhibit - B - 1 (IA)

COSTS
Statewide 
Average Zone 1 Zone 2 Zone 3

Zone weights 28% 54% 18%
Loop $16.48 $12.69 $15.14 $26.39
Port $1.15 $1.15 $1.15 $1.15
Features $0.00 $0.00 $0.00 $0.00
Usage $4.00 $4.00 $4.00 $4.00
DUF $0.30 $0.30 $0.30 $0.30
OSS - RC $0.00 $0.00 $0.00 $0.00
Platform - Recurring Cost $21.93 $18.14 $20.59 $31.84
NRC $0.22 $0.22 $0.22 $0.22
Total Platform (w/NRC) $22.15 $18.36 $20.81 $32.06
REVENUES RES @ Qwest IA
Basic Local Svc

UNE Zone 1 12.51$                     
UNE Zone 2 11.81$                     
UNE Zone 3 11.65$                     

Basic Local Svc - Statewide 11.98$                     

Other Revenue Sources
Features 7.08$                       TNS Bill Harvest _ 3Q01 - 2Q02
Subscriber Line Charge 4.82$                       
IntraLATA Toll Contribution AT&T Proprietary
InterLATA Toll Contribution AT&T Proprietary
Access 1.31$                       
Total Revenue (average) 25.19$                     

MARGINS - RES @ Qwest IA Level %

Average
1 - (28%) 7.36$            
2 - (54%) 4.21$            
3 - (18%) (7.20)$           
Average 3.03$            

Average
1 29%
2 17%
3 -29%

Average 14%

Average
1 - (28%) 7.36$            
2 - (54%) 4.62$            
3 - (18%) 4.62$            
Average 5.38$            

$ / Line

U
N

E
 Z

o
n
e

UNE-P and Resale Discount

Connectivity Margin for Qwest Iowa
SGAT Rates

$ / Line

UNE-P Margins

U
N

E
 Z

o
n
e

U
N

E
 Z

o
n
e

% / Line
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Exhibit - B - 3 (IA)

Iowa Resale Margin

TSR Discount 24.8%
   Residence 10.27%
   Features 49.38%
Retail Revenue
   Residence 11.98$    
   Features 7.08$      

TSR Margin (no Toll) 4.62$      



Exhibit - B - 4 (IA)

Qwest Iowa

Intra-Lata Intra-State 30.1                      

 Inter-State 1.0                        

Inter-Lata Intra-State 13.7                      

Inter-State 66.8                      

Source: TNS ReQuest Market Monitor and Bill Harvesting Study

ARMIS-Based Local DEM Per line Per Month

2001 Per Line 
Per Month 
Local DEM

Local DEM per 
line CAGR: 
2001 vs 1998

Estimated 2002 
Per Line Per 
Month Local DEM

2-Way DEM per Line 1,906              10.1% 2,098                   
1-Way DEM per Line 953                 1,049                   

Residential Toll Conversation MOU Per line Per Month
Average Residential Toll Minutes 3Q01 - 2Q02
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Exhibit - B - 6 (IA)

Local Revenue and Features

Retail Rate 
Zone  Res Lines 

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

Rate Group 1 114,087 10.71$           55 16%
Rate Group 2 266,137 11.68$           37 37%
Rate Group 3 335,920 12.65$           44 47%

Totals/Avg. 716,144                          11.98$           136 100%

Average Monthly Feature Revenue Per Bill 7.08$               

Source: TNS Bill Harvesting Study,  3Q01 - 2Q02



Exhibit - B - 7 (IA)

Basic Local and UNE Loop Rates by UNE Zone

UNE Rate 
Zone  Res Lines 

UNE Loop 
Price

Average 
Local Rate

# of Wire 
Centers

Line 
Distribution

1 199,804          $12.69 12.51$           15 28%
2 387,434          $15.14 11.81$           46 54%
3 128,906          $26.39 11.65$           75 18%

Totals/Avg. 716,144          16.48$       11.98$           136 100%



Exhibit - B - 8 (IA)

Iowa - Qwest UNE Unit Cost Development
Local

 AHD Rates intraswitch local direct tandem
intralata toll 

direct
intralata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
interlata toll 

direct
interlata toll 

tandem
EO Switching orig 0.001558$    1 1 1 1 1 1 1 1 1
Local Switch - Common Trunk Port -$              2 2 2 2 1 1 1 1
Shared Transport 0.001110$    1 1 1 1 1 1
Reciprocal Comp/eo term 0.001558$    1 1 1 1

0.0015580$       0.0042260$  0.0042260$  0.0042260$      0.0042260$          0.0015580$  0.0026680$          0.0015580$  0.0026680$  
MOU 367.2 668.2 13.6 24.9 6.2 22.0 5.5 107.0 26.7
Cost per Line 0.572037$         2.823954$    0.057632$    0.105275$        0.026319$            0.034267$    0.014670$            0.166633$    0.071338$    

MOU Assumptions Outbound Inbound total intraoffice tandem
Local 1049 0 1049 35% 2%
IntraLATA Toll 31 31 62 0% 20%
Intrastate InterLATA 14 14 27 0% 20%
Interstate InterLATA 67 67 134 0% 20%
Total 1161 112 1272

DUF Record Calculation

Conversation 
MOU/MSG Outbound Inbound

Local 4 262
IntraLATA Toll 4 8 8
Intrastate InterLATA 4 3 3
Interstate InterLATA 5 13 13
Total Records 311

UNE Usage Cost by Service Average
% MOU UNE Cost Cost per Line

Local
Intraswitch local 35% 0.001558$         

Interswitch direct local 64% 0.004226$         
Interswitch tandem local 1% 0.004226$         

0.003292$         3.45              

IntraLATA Toll
On ILEC Network

intralata toll direct 80% 0.004226$         
intralata toll tandem 20% 0.004226$         

0.004226$         0.26              

Intrastate InterLATA
interlata toll direct 80% 0.001558$         

interlata toll tandem 20% 0.002668$         
0.0017800$       0.05              

Interstate InterLATA
interlata toll direct 80% 0.001558$         

interlata toll tandem 20% 0.002668$         
0.0017800$       0.24              

Total Usage Per Line 4.00$            

Usage Records

interswitch local

Interstate InterLATAIntrastate InterLATAIntralata toll 

On ILEC Network



Exhibit - B - 9 (IA)

Qwest Iowa
UNE-P: Commission Ordered Rates

By Density Zone Zone 1 Zone 2 Zone 3 Statewide

A. Residence Line Distribution 28% 54% 18% 100%
B. Loop $12.69 $15.14 $26.39 $16.48 
C. Analog Line Side Port $1.15 $1.15 $1.15 $1.15 
D. Local Switch Usage 0.001558$        
E. Local Switch - Common Trunk Port -$                  
F. Shared Transport 0.001110$        
G. DUF: Per Record Processed 0.000948$        



Exhibit - B - 10 (IA)

Qwest Iowa_Daily Usage File Calculation

Usage Recording Costs Rate Application Factor Cost/Month

DUF: Per Record Processed 0.000948$     Per Record 311 Records/Bill 0.30$                   



Qwest Non-Loop Rate Detail Exhibit - A (1 of 4)

2-Aug-02 7-Oct-02 7-Oct-02 7-Oct-02 9-Oct-02 7-Oct-02
UNE Rates CO - QVR MT - QVR III ND - QVR III NE - QVR III WA - QVR IV WY - QVR II
Orig. EO Switching 0.0016100$ 0.0015740$   0.0014750$ 0.0012600$   0.0011780$ 0.0009200$ 
EO Switch Port
Shared Transport (Blended) 0.0011100$ 0.0011100$   0.0011100$ 0.0011100$   0.0007600$ 0.0011100$ 

Shared Transport (Local)
Shared Transport (Toll)

Common Xport 0.0004290$ 0.0009980$   0.0006900$ 0.0006750$   0.0003600$ 0.0009710$ 
Tandem switching (usage+port) 0.0006900$ 0.0006900$   0.0006900$ 0.0006900$   0.0006900$ 0.0006900$ 
Term. EO Switching 0.0016100$ 0.0015740$   0.0014750$ 0.0012600$   0.0012000$ 0.0009200$ 
Term. EO Switch Port

UNE Cost
Orig. EO Switching 1.80$           1.92$             2.28$           1.65$             1.50$           1.06$           
Orig. EO Switch Port
Shared Transport (Blended) 0.70$           0.75$             0.97$           0.81$             0.55$           0.65$           
Common Xport - Blended
Tandem switching (usage+port)
Term. EO Switching 0.94$           0.98$             1.20$           0.86$             0.81$           0.47$           
Term. EO Switch Port

Port 1.15$             1.58$               1.27$           2.47$             1.34$           2.64$           
Features -$               -$             -$             

Total Switch Related 3.89$           4.47$             4.75$           4.98$             3.65$           4.17$           
Non-Switch Non-Loop 0.70$           0.75$             0.97$           0.81$             0.55$           0.65$           
Total Non-Loop 4.59$           5.22$             5.72$           5.79$             4.20$           4.82$           

2001 DEM Per Avg Line (/2) CO MT ND NE WA WY
Local 895 954 1,250 1,047 1,042 789
Toll 225 264 295 262 231 358

MOU Assumptions Intraoffice % Tandem %
Local 35% 2.0%
Toll 0% 20.0%

2001 DEM Per Avg Line CO MT ND NE WA WY
Local 1,791 1,908 2,501 2,093 2,084 1,579
Total 2,240 2,436 3,091 2,617 2,546 2,294



Exhibit - A (2 of 4)

State
UNE Non-

Loop Rate, per 
line per month

% Diff in UNE 
Non-Loop 
Rate: Other 
states vs CO

FCC SynMod 
Non-Loop cost 

per line.

% Diff in 
SynMod UNE 

Non-Loop 
Cost: Other 
states vs CO

% Diff in Cost 
Adjusted UNE 

Non-Loop 
Rate: Other 
states vs CO

ND - QVR III 5.72$             25% 4.48$             10% 14%
WA - QVR IV 4.20$             -9% 3.48$             -15% 7%

Cost Adjusted Non-Loop Rates



Exhibit - A (3 of 4)

State

UNE 
Switching 

Rate, per line 
per month

% Diff in 
UNE 

Switching 
Rate: Other 
states vs CO

FCC 
SynMod 

Switching 
cost per line.

% Diff in 
SynMod UNE 

Switching 
Cost: Other 
states vs CO

% Diff in Cost 
Adjusted UNE 

Switching 
Rate: Other 
states vs CO

MT - QVR III 4.47$          15% 3.85$          7% 7%
ND - QVR III 4.75$          22% 3.46$          -4% 27%
NE - QVR III 4.98$          28% 3.93$          9% 17%
WA - QVR IV 3.65$          -6% 3.16$          -12% 7%
WY - QVR II 4.17$          7% 3.44$          -4% 11%

Cost Adjusted Switching Rates



Synthesis Model UNE
Cost Detail

Exhibit - A (4 of 4)

NECA ID   state   EO Switching   Signaling
  Switch & 
Signaling

  Common 
Transport

  Tandem 
Switch

  UNE Platform 
Non Loop

485104 Montana 3.46$                 0.39$                 3.85$                 2.30$                 0.20$                 6.35$                 
385144 North Dakota - SOX 3.05$                 0.41$                 3.46$                 0.73$                 0.29$                 4.48$                 
385144 North Dakota 3.22$                 0.42$                 3.64$                 1.36$                 0.27$                 5.26$                 
375143 Nebraska 3.67$                 0.26$                 3.93$                 1.21$                 0.16$                 5.30$                 
525161 Washington 3.08$                 0.08$                 3.16$                 0.26$                 0.06$                 3.48$                 
515108 Wyoming 3.16$                 0.29$                 3.44$                 1.68$                 0.15$                 5.28$                 
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